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Sustainability is a significant concept for businesses to address issues impacting society and environment. Strategic management is vital for organisations that are attaining long-term growth and development. As opined by Demirel and Kesidou (2019), sustainability as a concept is implemented to start eco-innovations in businesses in UK. In this report, impact of strategic management and sustainability on business strategy, resources and capabilities influencing competitive advantage is discussed in detail. 
[bookmark: _Toc113527680][bookmark: _Toc113527818]Company Background 
The Volkswagen Group has initiated two individual divisions such as the Automotive and financial divisions. Automotive divisions comprise passenger cars in business areas and financial services division activities with dealers as well as consumer financing. According to business development strategic approaches, this company introduced “Flying Spur Hybrid Design” on Bentley cars to integrate new generation car models followed by GT speed. Development in business approaches increased the delivery of Bentley brand models by 30.8% in 2021 to 14659 vehicles (VOLKSWAGEN, 2021). This company has experienced strong sales growth in USA and China. On the other hand, the imposition of COVID-19 pandemic situation had created potential impacts on limited availability of vehicles and shortage in semiconductors. In the financial year of 2021, this company has generated operating outcomes before the special items of €20.0 or 10.6 billion (BBC, 2022). As a result, this company needed to pay more than £ 193 million to 90000 drivers on the basis of the “Dieselgate Settlement”. This scenario of special items were resulting from the diesel issues that created adverse impacts on the annual profit percentage and operating functionalities of this company. 
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Strength 
Strong Brand Portfolio is accounted as major strength of Volkswagen group of companies. In financial year 2021, this company introduced TRATON GROUP as a global champion in international automobile industry aimed to manage growing importance of sustainability challenges. This new group offers integrated opportunities for value creation and an increasing brand recognition process (VOLKSWAGENAG, 2021). According to “UN Global Compact” this initiative helped to take potential success in e-mobility services and contribution to battery electric transport. Followed by “effective manufacturing capacity”, this company owns over 118 production plants across the globe and in 2020, carmakers have produced over 8.9 million vehicles. This leading automobile company has a partnership with “Microsoft” for integrating "Cloud-based automated driving" facilities. 
Weakness
The notable automobile company has planned to cut 4000 jobs in German plants which has cost an estimated of $598 million. This company has temporarily stopped the process of external hiring. Moreover, Volkswagen's latest EV range ID4 failed to beat its competitors like Tesla, Hyundai and Ford followed by its EPA range (BBC, 2022). Apart from this, “ethical issues or scandal” has created potential consequences in the business process of this company. Due to this “Dieselgate settlement” this company has faced dilemmas in current business market and experienced legal issues or buyback schemes.  
Opportunity
Volkswagen decided to further advance its transformation into the digital mobility group and invested € 73 billion in CAPEX for optimising the process of Research and development. This investment or initiative toward e-mobility provides opportunities in increasing sales figures through hybridisation and digitalisation process within upcoming five years (VOLKSWAGENAG, 2020). Integration of effective components, raw materials and goods would assist this company to improve sustainable supply chain and procurement process on the basis of human rights as well as environmental protection. Developing business partnerships with fleet customers on a long-term or stable relationship also provides extensive opportunities to increase sales figures by 42.1% in Germany and 26.5% in rest of Europe (VOLKSWAGENAG, 2021). This company has invested $2.6 billion towards “Argo AI technology” to integrate new generation self-driving functionalities. 
Threat 
“Dieselgate issues” has created a potential threat for Volkswagen which results in damage, along with fines. Chip manufacturing department of this company faced potential issues in shortage of semiconductors during the on-going pandemic situation. It created potential challenges for automakers and other policymakers. Further, according to current competitive market valuation, this company failed to beat market valuation of Tesla which is $67702 per share (VOLKSWAGENAG, 2020). Therefore, it was asserted that the biggest threat to this company was Tesla due to its rising capital in developing electric vehicles.     
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Sustainability in Volkswagen (VW) Group 
Business strategy refers to plans and actions that provide an outline for companies to compete in market. According to Bohnsack et al. (2020), businesses are required to implement core strategies that are focussed on attaining sustainability. For instance, electricity is a major concept that is adopted by businesses. Volkswagen started its “Together -strategy 2025” to attain a massive change process to transform its core business activity started in 2016 and find new revenue streams. Battery technology, digitalisation and autonomous driving technology are adopted by Volkswagen Group. This company has adopted electrification initiatives and had planned to sell 22 million new e-vehicles in 2019 (VOLKSWAGEN, 2022). These changes made by VW require this company to realign its core practices. This company has dedicated its efforts to finding new mobility solutions that enable it to expand business operations swiftly. 
Digitalisation in Volkswagen (VW) group 
Volkswagen Group is committed to creating foundations that lead to long-term success. This company has an objective to become a global market leader among sustainable mobility providers. According to Kim et al. (2022), Companies such as Volkwagen have created partnerships with businesses that permit them to attain digitization and automation in UK. According to VW’s CEO Matthias Muller, this company is prioritising becoming an efficient, innovative, sustainable and customer-driven business operation that is focused on generating profit systematically. It is expected that automobile industry will change by 2030 and VW group has invested € 27 billion to attain digitalisation of its products and business practices (VOLKSWAGEN, 2020). This company is transforming its technology department including its hardware and software used in business activity in past five years. Businesses are going through radical transformative phases and digitalisation is driving change in different industries in last five years. Hence, Volkswagen Group is adopting a new strategy that is aimed at attaining climate neutrality and is dedicated to building mobility solutions that fulfil current business requirements. 
Strategy to gain electric vehicle market share by Volkswagen group 
Transportation is adopting electrification along with automation as products become more digitalised. As reported by Chamberlain and Majeed (2022), business models are adopted by businesses to predict results of embracing electrification in automobile sector. In UK, VW group has created Volkswagen ID3 electric vehicle model that utilises different Internal Combustion engines (ICE) from traditional vehicles. Transportation strategy is expected to depend on attaining electricity. In 2020, Electric vehicles (EVs) ID3 was built by VW group to integrate smart mobility solutions (VOLKSWAGEN, 2022). This company integrated software that improves customer experiences is implemented in operating systems of these cars. EVs are going to be connected to cloud technology via internet and VW Group expects that this strategy is going to provide a competitive advantage to its business activity. This company’s Information Technology (IT) department has 12,000 staff who is working to digitalise its business process to reach these business goals (VOLKSWAGEN, 2022). In 2021, IT infrastructure that enables this company to attain carbon neutrality will be built in locations such as Berlin, Wolfsburg, San Francisco and Munich. This is a large initiative as 670,000 employees, suppliers, customers and dealers are impacted by this strategic change of core business in VW Group. 
Strategy to be part of Mobility as a Service (MaaS) and autonomous technology by VW Group 
Businesses operating in automobile sector are transforming their business operations to evolve their business activity. As stated by Nikitas et al. (2020), businesses operating in mobility sector are utilising new technology such as Artificial Intelligence (AI) to improve transport in smart cities. VW Group faced challenges in past in batting carbon emission goals according to European Standards (EU) which led to legal action against this company in 2015 (BBC, 2022). Technology installed in its vehicle was unable to correctly measure carbon emission levels and VW Group became liable to provide compensation. MaaS is expected to change transportation sector by increasing connectivity of services and it is expected to increase demand for EVs as well. ICE market is expected to reduce hence VW Group is adopting business strategies that are focussed on gaining new competencies in market. 
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Entrepreneurial mindset in VW Groups in past five years 
An entrepreneurial mindset is crucial to adopting innovative practices in business operations. Businesses such as Volkswagen (VW) Group have gained resources and capabilities that are required to attain their current business objectives. After debacles of 2015, this company has focused on transforming its core capabilities. This company is working to gain customer trust and has already paid € 30 billion to different parties through fines, civil settlements and buybacks schemes (BBC, 2022). This company has dedicated its efforts to systematically transforming its business practices by promoting an entrepreneurial mindset in business operations. This company is running its business operation in 26 locations and requires to align all these locations to implement its current business strategy of attaining digitalisation, electrification and automation. Sustainability is another concept integrated into business values to reduce negative environmental impact (Nosratabadiet al. 2019). For instance, Volkswagen Group has prioritised improving digital entrepreneurship in its business operations which are dedicated to building a digital ecosystem that supports its business network (Soltanifar et al. 2021). This entrepreneurial mindset is going to improve competitive advantage of VW Group’s business practices by increasing efficiency of business activity and it also supports VW’s initiative to adopt e-mobility. 
New competencies in VW Group in past five years 
Businesses are adopting new competencies to keep their competitive advantages in market. According to Brinkley et al. (2019), self-driving technology is evaluated by businesses in transportation sector and it is necessary to create effective human-machine interfaces that are designed for new vehicles. Self-driving technology is adopted by VW Group in their vehicles and this technology is manufactured by this company itself. Resources are vital to implementing this kind of emergent technology in business operations. This company is also investing to develop new battery technology for its electric vehicles (VOLKSWAGEN, 2022). This strategy is adopted to find new ways to increase revenues of business operations. In 2021 revenue of Volkswagen Group was € 250.2 billion and it positioned itself as wealthiest group among vehicle manufacturers (STATISTA, 2022). This company has financial resources and technical capabilities to create these new competencies. 
Financial capabilities of VW Group in last five years 
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Figure 1: Revenues of VW Group's brands from 2015 to 2021
(Source: STATISTA, 2022)
Financial capabilities refer to information based on which financial decisions are made in business practices. As discussed by Torres de Oliveira et al (2020), integration of different business practices is dependent on financial capabilities of business practices. In 2021, businesses were impacted by financial crisis which impacted global markets and VW group was also impacted by this financial crisis. This company has different brands such as Porsche, Scania, Bently, Seat, Audi, and Skoda, as well as commercial and passenger vehicles operating in market for last five years. These brands have increased VW Group's revenues and in 2021, Porsche generated€ 30 billion for VW Group (STATISTA, 2022). This financial performance has provided VW Group with enough resources to make changes to its business operation. VW Group's passenger car division has contributed 30.4% of its revenue share in 2021 (STATISTA, 2022). Germany has been a key market in past five years for VW Group and Asia-pacific has emerged as a new market for Volkswagen in last five years. This company has a 25% share of market in China in 2020 (STATISTA, 2022). This enabled VW Group to attempt to change and adopt new practices to transform its business operation over last five years. 
Non-financial capabilities of VW Group in Last five years 
Non-financial capabilities are equally vital for business practices to implement sustainable approaches that are beneficial for businesses. As stated by Tóth et al. (2021), non-financial reporting by corporate organisations is equally important for companies to attain current standards of business practices. VW Group is reporting their environmental performance through non-financial reporting. In last five years, VW Group has attained differentiation in market through its non-financial reporting in European Union (EU). This company has suffered damage to its reputation because of emitting 40 times of nitrogen dioxide which leads to premature death and respiratory diseases (BBC, 2022). In 2018, VW Group has adopted a challenge to improve its sustainability as per its pledges taken following Paris Climate Agreement in 2015 (VOLKSWAGEN, 2018). In its sustainability report, VW Group has committed to containing global warming by less than two degrees in 2018. These aspects were included in its business principle to protect environment and planet. 
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Competitive advantage gained through sustainability by Volkswagen Group in 2018
Businesses operating in transportation sector are adopting sustainability in business practices to deal with climate change. As per view of Adamik and Nowicki (2019), specific actions are taken to adopt sustainable practices in business operation by Volkswagen Group to achieve a competitive advantage. For instance, VW Group has developed practices that not only protect environment but also allow businesses to attain growth in future. Resource efficient business processes of VW Group has provided this company with a competitive advantage. According to its sustainability report in 2018, environmentally friendly technology is adopted by VW to manufacture its vehicles. This strategy was adopted in 2018 as an initiative to renew its licence to continue its business operation. Product life cycle management approaches were adopted in 2018 by VW Group to manage different activities from production to supply chain management (SCM) of these vehicles (VOLKSWAGEN, 2018). This company adopted principles that continue to reduce carbon footprint, and decrease harmful emissions and resource consumption by integrating renewable energy use in business operations. 
Competitive advantage of Volkswagen Group in 2019 
Environmental sustainability has provided businesses with an opportunity to consider different aspects that impact economy, society and environment. According to Burlea-Schiopoiu and Mihai (2019), an integrated framework is required to be adopted by businesses that are planning to attain sustainable development. Volkswagen Group has focussed its approaches on gaining a competitive edge over competitors such as Renault, BMW, Daimler and Hyundai in market after failing to attain emission standards in 2015. In 2019, VW Group adopted a strong decarbonization strategy to gain a competitive advantage in market (VOLKSWAGEN, 2019). This company has adopted this strategy as a common course for reaching economic success and reducing negative impact of climate change issues affecting planet. This company revealed that vehicles are 36% more eco-friendly compared to 2010 and it is implementing technology that emits less carbon dioxide in road traffic (VOLKSWAGEN, 2019). In 2019 this company declared to start mass production of its EV variant Volkswagen ID.3 which has a carbon neutral footprint. 
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Figure 2: Sustainability Goals of Volkswagen 
(Source: (VOLKSWAGEN, 2019)
Sustainable approaches are adopted to improve procurement process by VW Group. This company has created a new rating system for procurement and this policy requires suppliers to use clean energy for their manufacturing process. As part of its human rights policy, BW Group has created a “compliance management system” that is now included in its business standards. This company has formed new alliances with Ford, Microsoft and Amazon (VOLKSWAGEN, 2019). It has also adopted sustainable practices to protect tropical forests and implemented strategies that are able to fulfil market demands by following United Nations (UN) sustainable development goals.  
Competitive advantage attained in 2020-2021 by Volkswagen Group 
Covid-19 has impacted business practices globally and lockdown, as well as restrictions implemented by government, have affected transportation sector in UK. In 2020, Volkswagen has improved its sustainability-related communication by creating a new website, and magazine that is dedicated to sustainability and created a newsroom for additional communication. A non-financial statement is provided within its sustainability report which denotes corporate social responsibility (CSR) practices adopted by VW Group (VOLKSWAGEN, 2020). Business such as VW Group has also focussed their activities on attaining business development and improving performance. In 2020, technological leadership is given priority by Volkswagen Group and this company pledged to implement practices that ensure best governance, and improve brand equity to increase its commercial value. Effective leadership approaches are adopted to improve functional strategies as part of its CSR practices which are guided by European Union (EU) directives. 
In 2021, Volkswagen continued its sustainable approaches and adopted a strategy to embrace electrification in this industry. In 2021, “NEW AUTO'' mobility initiative was adopted to keep in mind requirements of future generations (VOLKSWAGEN, 2021). This is expected to drive transformation in business operation in VW Groups practices. It is expected to create vehicles that are software-driven to provide a competitive advantage in market. 
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Improving quality of Volkswagen products and services through sustainable practices 
Businesses are required to adopt practices that enable them to gain a competitive advantage. Companies such as Volkswagen have adopted practices that ensure quality of their products and services before and after purchase. As opined by Guerreiro and Pacheco (2021), businesses are required to adopt practices that enhance customer trust and engagement. It is vital to consider green consumption practices and their impact on the public to improve awareness. This company has an objective to become a market leader by improving sales, distribution of vehicle spare parts and providing excellent service for their customers. Sustainability allows VW Group to attain a long-term competitive advantage. This company has dedicated its efforts to attaining growth that benefits customers and investors as well as its employees. 
Prioritising environmental issues impacting Volkswagen Group by sustainable practices 
Businesses are adopting responsible practices that are beneficial for society. Companies such as Volkswagen Group are required to adopt effective sustainable practices that make this company an environmental role model. VW Group is required to adopt practices that are useful for delivering mobility that is effective to have minimum impact on environment. Volkswagen Group has pledged to provide sustainable mobility for future generations by 2030 as per its business strategy (VOLKSWAGEN, 2022). Fuel consumption and carbon by oxide emission challenges will be addressed by battery-powered vehicles. Competitive advantage is attained by VW Group through prioritising climate change, maintaining air quality and complying with environmental guidelines. These major issues are still impacting business operations and creating barriers for businesses to attain net zero. 
[bookmark: _Toc113527825]Conclusion
In this report, significance of strategic management activities and sustainable practices impacting business operations is explained. Volkswagen Group's failure to qualify with European Union (EU) standards has led to core business changes in this company. In past five years, this company adopted practices that have improved its sustainability and strategies adopted to gain a competitive advantage in market. 
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	Primary Internal factors 

	Strength 
	weakness

	· Strong Brand Portfolio is accounted as major strength of Volkswagen group of companies.
· “Effective manufacturing capacity”, this company owns over 118 production plants across the globe and in 2020.
	· The notable automobile company has planned to cut 4000 jobs in German plants which has cost an estimated of $598 million. 
· This company has temporarily stopped the process of external hiring (BBC, 2022).

	Secondary Internal factors 

	Opportunity 
	Threat 

	· Volkswagen decided to further advance its transformation into the digital mobility group and invested € 73 billion in CAPEX for optimising the process of Research and development. 
· This investment or initiative toward e-mobility provides opportunities in increasing sales figures through hybridisation and digitalisation process within upcoming five years (VOLKSWAGENAG, 2020). 
	· “Dieselgate issues” has created a potential threat for Volkswagen which results in damage, along with fines. 
· Chip manufacturing department of this company faced potential issues in shortage of semiconductors during the on-going pandemic situation.
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